


ATTORNEY TO CLIENT:
CORRESPONDENCE -

FOR CONFIDENTIAL USE ONLY

. CITY OF SANDIEGO -
MEMORANDUM
DATE: Tune 14, 2002
TO: . Eonoreble Mayor and City Council ‘ <o
FROM: ' Cathy Lexin, Human Resources Director |

Eimer Heap, Head Depufy City Attomey

. QUBJECT:; Mzetand Confer: |
' Contingent Retirement Benefits - Modified Proposal to San Diego City
Employees Retirement System Board of Administration : .

BACKGROUND

During fhe recently conchuded meet and confer, the City Council approved 2 nurnber of retirement -
‘benefit enhancements with a contingency feature, The contingency was tied to an affirmative voie
by the San Diego City Employees Retirement Systern (SDCERS) Board oft Administration related -
to (1) committing $25 million from FY2000 SDCERS investment earnings to pay forretires health
insurance, (2) using an existing SDCERS reserve to pay for negotiated increases in the amourt the
City “picks up” of employee’s etirement contributions, end (3) the City's contribution rates and -
finding status. We expect that fne SDCERS Board will approve the firgt two iterns. The third item
regarding the City’s contribution rates and funding status of the systern is the most complex of the
issaes znd is currently under critical review by the SDCERS Roard’s outside fiduciary counsel and
outside actuary, : ' ] '

DISCUSSION

The City Manager made & conoeptual presentation YLefore the SDCERS Board at 2 special meeting
held on May 29,2002, This was the first meeting of the Board after the close of mest and confer.
(SDCERS meefs regularly once a month on the 37 Fridey.) The Manager indicated that a detailed
. written proposal would be presented at the next regular meeting of the Board on June 21,2002 (see

- attached). The Board’s outside fiduciary counse! and actuary Weze at the May28, 2002 meeting and” . N

have been requested by the Bo ard’s Administrator to prepare written opinicns from their respective
areas of responsibility prior to the June 21, 2002 meeting, ‘ ‘ '

EXHIBIT# 2
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. Honorable Mayor and City Council
June 14,2002 . ‘

Besed upon conversations with the Retirement Adrimistrator this week, it appears that the Board’s
outside fduciary counsel is teancomfortable” expressing &n opision that approvel of this proposalis
within the Board’s reasonable diserstion e fiduciaries of the system. The ourrent “rate |

" stabilization plar®” stipulates that the City’s con rfion rates, beginning FYS7 would increasea.
fixed .50% per vear, which is less then the actuerially determined rate Neosssary 10 ensure stable
funding of the syster. The basis for prior iduciary counsel condoning the original agreementfo
accept less than full actuarial contributions from the Cify, was the establishment of & reasonzble
funding ratio floor (82.3%), and the expectation of progress toward fall funding pursuant 10 this
plan, Currently fiduciary counsel is concemed that the City is requesting 2 further reduction to the .
funding ratio floor {from 82.3% to 75%) withno balancing aspect to the proposal, 0o quid pro quo.

RECOMMENDATION

A's we discussed in closed session eailier, implementation of the “rate stabiliztion plan” in the
1997 Manager’s Proposal did not havye any significdnt impact o1l the funding of the retirement _
system prior to FYO1's actuariel yatuation wherein the fimding ratio dropped from 97.7% 1o 29.9%.
In thé past two years, several significant and unpredicteble events impacted the funding status ofthe
system. The settlement of the Corbett Jitigation resulted in spproximately §150 million in
sdditionsl unfunded 1iability, and the Grastic decline in investment earmungs to the system (from
$415.9 mitlion in FY00 toless than $50 million estimated by year end FY02). -

As youknow, the Maybr’s Blue Ribbon Committes ont City Finances 2lso made findings and -
recommendations regarding the retirement sysiert Lighikities and funding status. Tt is clear that the
current arrangement whereby the City’s contribution rate increases bya fixed 0.50% per year will
not accomplish full funding as contemplated in the plan. A fhorough gnalysie needs to ocour and a
fonding poticy. developed that is acceptable to the SDCERS Board as Trustees and the City as Plan
Sponsor, We had hoped the SDCERS Board would accept our proposal 10 lower fhe fundingratio
floor to 75% with & commitment from the City 10 bring forward a long term solution within the next
year. It does not appear gt the fiduclary counsel will support this request.

Therefore, it is recommended that the City Couneil authorize the City managss to amend the
propossl to be presentefi on June 21, 2002, by increasing the anuiial increase in City confribution
‘from 0.50% per year to 1.00% per year beginming in FY05 (an approximate $2.5 roiltion increase).
The City Auditor conours with this recommendation as 2 nSCeSSATY step towerd the long term
solution, #nd is 4 means {0 avaid the potential fri goering of thefully actuarial rate in FY04 (2825
impact). ' B ' : : : ‘
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Page3 . :
Honorable Mayor and City Council
Tune 14,2002

ALTERNATIVE

if we do not make tius offer, it is tkely that the SDCERS Board will not approve the proposal l
based upon & negative report £6m their fiduciary counsel. Itisalsoa possibility that the funding
ratio calsulated for year ending FY 02 will fall below 82.3% and trigger the full actuarial rate in

FYO4, ‘ - o ' .

I gither the original or this proposal fails, the reti:emént benefit improvements in the labor
agreements with MEA, 1ocal 127 and Local 145 will not occur. MEA has indicated that they will
not schedule théir\raﬁﬁcation‘vote ynti] this matter is heard bythe 8D CERS Board, and they

+ enticipate that without the 2.5% at age.55 formula improvement in FY 03, the 3-year MOU may fail

2 ratification vote; in which case we would be bargaining again with MEA. next spring.

Attachment;” Proposel, dated June 10, 2002, to San Diego City Employees’ Retirement System
(SDCERS) Board of Administration o -
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Colomn As 1Jc?'is'.cail Year

' Columz B: City’s.“Agreed-To” Contribution Rate Besed on 1996/97 Mianager's Propésal

Column C: Actuarial Rate Projections from FY1996/97 Manager’s Proposal
Column D City Rates based on actuarial valuations for respective fiscal years through FY03
‘ and projected actuaril rates through FY08 . ' '
Column E: Adding 1.52% to General Mermber rates (resulting in a blended rate increase of 1.06%)
' beginning in FY04 to pay the cost of the 2.50% at age 55 formula improvement.
Column F: Increasing the +0.50% per year “agreed-t0” raie in1996/97 Manager’s Proposal
to +1.00% per year beginning n FY03 - C
Colurmn G: Inoreases the. City contribution fo full actuarial rate over five (5) years
if the proposed 75% funding ratio is triggered in FY04 : .
Column H: Funding Ratio.of the Retirement Systems {projected assets compared to liabilities)
1 effective fiscal year end (e.g. 85.9% asof 6/30/01) " S o

* The achuary report for 6/30/96 reflected a funding ratio of 92.3% for cormbined City and Port assets,
. The 92.3%is the ratio used in the 1996/57 Manager's Proposal. Thet funding ratio 6/30/96 for only
the City’s portion of the system assets was 91.4%. A more accurate floor which would frigger the

ful} actuerial rate under the 1996/97 Manager's Proposel.would is 81.4 %. Beginning with the
.6/30/99 actuarial vatuation, the aéinary identified separate City and Port funding ratios, and the
ratios in Cotumn H above reflects the City-cnly funding ratio beginning with'the FY 00 ratic.

%+ FY0] Draft Actuarial Valuation is docketed for adoption by SDCERS on June 21, 2002







CLOSED SESSIONREPORT [X] CITY OF SAN DIEGO [} OTHER (See below)

TITLE__Labor regotiations - Meet and Confer : ‘ Ej&? ;1{ ﬁniﬁi&gbﬁggﬁg
fetirement matter_s (I{DCA HEAP } . , signed by an authorized representative of the
. City Attorney's Cifice and stamped in thespace helow
DATE OF CLOSED SESSION: 719 , 2602 -
{] REAL PROPERTY NEGOTIATIONS G.C. § 54956.8 Date Litpaivn Coneided a0
) [] Cngoing/Status Report
{1 Final Approval of Agreement (D) . By:
' Substance of Agreement: ) '
[? Final approve! dependent on other party . . ' " Titter
[ LITIGATION G.C § 549569 It
[a) Peading [J(b){¥) Significant Exposure [I(6}(2) Authod'zing Bession [}{¢) Initiating
: [} Defend Litigation (B) {1 Status Report -
[} SeckAppellate Review (0} {1 Refrain from Seeking Appe‘iir_de Review (D)
[3 Amicus Parficipation {1 Other (see balow) '
. [} Settlement Offer To Be Conveyed ‘ [ Acceptance of Signed Settiement Offer (I}
[] initiete Litipation or Intervene {0} [] Contingent Acceptance of Signed Offer
[] Non-Diselosure of Litigation Recommended (eheck if yes) {1 See Repurt
[} Interfere with service of process  {} Impair abillty to settle
7] CLAIMS DISPOSLEION G.C. § 5495695
[t Offer Made [ Offer Acospted il SeeReport
I DECISION ON EMPLOYMENT STATUS G.C. § 54957
[} Appeint (I [ Bmploy (D) [ Azoept Rssigna'tion (D) [] Discipline (D}
[] Dismissal or Nonrenswal {disclose after exhaustion of administrative remedies) [} Performancs Evaluation
Title: ' :
Change in Compensation:
i ' _ ATTENDEES:
¥ LABOR NEGOTIATIONS G.C. § 54857.6 ‘ . . [ ] City Mgr [X ] Asst Clty Megr 3'_:] Sr Dep Clty Mg {Loveland)
3 Ongoing/Status Report . [1City Atty {X] Exec Asst City Atly [X 7 Asst City Atty (Noone)
[ Final Approval of Agreement (D) Other Party to Negotiztion: 1 City Auditor
Ttem App(ovcd: ' : [X ] Other _Brus;; Herring, Rich-Snapper, Sharon Marshali,
[} PUBLIC SECURITY TﬁREA’I‘ G.C. § 54857 ‘ __ Cpthy Lexin, Dan Kelley ‘
{X}VOTE [1 NO VOTE NECESSARY l .COMMENTS: Authorize mogification of proposal - leave tripperat 82% of
MName Yea No Absent s :
. ___ funding but 1 year gracs periad to pay (retiremnent formula), bus anly = back-up
Disriet} M .4
Distriet 2 x if original proposal (75% tigper) feils ot Retirement Hoard
District 3 X . ’
Distriet 4 .
District 5 ps
District 6 X P
District 7 8 X '
Distriet X ] % ' 4
e 2 APFROVED: ﬂf// -
Voting Tally 9 0 0 4 i
) /_\

NOTE: (D) DISCLOSE FOLLOWING CLOSED SESSION

. EXHIBIT # g9

LALDBVANEY\CLSDSESSW?_08_02\minefr.wpd






: MISSION STATEMENT . :
. We pEedge to contmualty deliver accurate and timely benefits through prudent
acimmlstrat;on and safeguarding pfthe San Diego City Empioyees' Retirement System,
while ensurmg the Fund's maximum safety, mtegnty and grow’ch

SDCERS RET?REMENT BOARD MINUTES VR
THURSDAY JULY'E'E 2002 c

The Re‘cirement Board of Admimstratson held = Spacial mae’smg in the System s
Boardroom. Location: 401 “B* Strest, Suite 400 San Dlego CA 92161 F—'red '
: ,F‘&erce caiied the meetmg ‘o order at 9:30 aum. S

_ ‘ : . . IN ATTENDANGE:
Trustess: ' . Frederick [Pierce, Chair; John Casey, David Crow, Ray Garnica, |
-+ Cathy Lexin, Mary Vattime, Tom Rhodes, Ron Saathoff, Diann
Shipione, John Torres, Terri Webster, thhard Vortmann, Shamn

" Wilkinson
Stafii® "Lawrence Gnssom Lori Chapin, Faul Barnett Roxanne Parks )
L ‘Sally Zumait, Delia Lencaom, Dawna Clark Jean Strurksma Mertlita
' Milario .
© Publie: - Robert Blur, Constance Hiatt, Rick Roeder Bruca Herring,:

" Chatles Feland, Michael Aguirre; Ann-Smith, Judy Folsor, Judy
Italizno, Stan Eimare, Garry Coliins, Mary Bush, Bud Simpson, -

. Stan Elmore, Pamela Hightower, Conny Jamison, John Swanson
Nancy Acevedo, Ed Lehman, Jorge Montegue, Pamela nghtower
Judie ltaliano, Chartes Feland & numerous other Clty employees,

L D!SPENSE WITH THE-READING AND-APPROVAL OF THE SPECIAL.
MAY 28, 2002 EARNINGS MINUTES

MOT!ON TO DISPENSE WITH. THE READENG AND APPROVE THE :

05/29/02 MINUTES: " D.CROW
SECOND: . - T RHODES
DISCUSSION: ‘ '

Ms. Shipione asked that the last paragraph ‘of Page 32 be amended to state that
she had asked for clarification about the Board s authority; and, that the second
paragraph on Page 33 be de{eted

' 'C.AL.L. FOR THE QUESTION ON THE MINUTES AS AMENDED.
BOARD: ummmous
'MOTION TO APPROVE PASSED UNAN!MOUSLY

it REPGRT ON ACTI@N TAKEN AT THE 8:30 CLOSED SESSION
MEETING

Mr. Pierce reported that the Board met in ciosed sesszon at 8:30 a.m. regardmg
one matier of pendlng litigation.

EXHIBIT #63



SDCERS’ RETIREMNT BOARD MINUTES |
THURSDAY, JULY 11, 2002 cE L
" PAGE 33 I A o L

SUBSTITUTE MOTION TO RECOMMEND THAT CONTINUED DISCUSSION -

OCCUR BETWEEN FIDUCIARY COUNSEL, THE BOARD’S ACTUARY AND
. STAFF TO DEVELOP A NUMBER OF APPROPRIATE ALTERNATIVES

REPRESENTING THE YELLOW BARS AND THAT THE CITY BE INCLU DED |

IN THESE DISCUSSIONS WITH STAFFI/GITY TO COME BACK WITH A
PROPOSAL REPRESENTING ALTERNATIVES: D. SHIPIONE
DISCUSSION: © - o e
-Mr. Saathoff said he i& not willing to-cortinue this fters, He belfieves the Clty
. Manager-and employees have concerns that nesdio be addressed, ¥ granted
the opportunity, he will make 2 subsiitute motion that should accommodate this
while requiring the City to make z declsion as to whether it would suppart such
motion. If approved, the motion would also require that this be subjecito
fiduciary counsel and the actuary's revisw, Whatever the case may be, he-
cencouraged the Board to move forward, Lo

w

'Ms. ,Shfgiane’s amended motion died for the lack of a second, -

-Mr, Casey spoke against the original motion, stating he has been arotnd z long

-, time. In the past, the Board has accommodated the Cify with its funding woes. ™
- The fact the actuary's chart shows a big jump in contributions rates is not realistic
and, in his opinion, will net happen. The Board should not subject the City 10
budget busting coniributions when the funding crashes through the floor, Since

- he doesn't befieve this will happen, he dossn' think it is fair to compare the red
bar with the City's proposal. He believes the naw propasal will assist the System
in reaching PUC by 2009 than if the Board maintains the &7 MP. Although it
pains him to say this, he previously criticized the City's one-year budgeting cycle.
Now the City is before ths Board eighieen months early asking for the -
opportunity to discuss this, which iz a big improvement.. Therefore, their request .
should be considersd, e ' e '

- | SUBSTITUTE MOTION TO MODIFY THE 87 MP AS FOLLOWS: 1) ONCE
- THE 82.3% TRIGGER IS HIT, TO ALLOW THE CITY'S PAYMENT SCHEDULE
TQ BE THE DIFFERENCE BETWEEN THE CURRENT RATE AND THE ‘

ACTUARIAL PUC RATE, TO BE PHASED IN INCREMENTALLY FROM THAT -

_POINT THROUGH 2008; 2) THAT THIS MODIFICATION BE BASED ON THE
CURRENT PROJECTIONS WITH THE CITY’S OFFER TO INCREASE [TS
CONTRIBUTION RATES 1,0% PER YEAR TO INSURE THE SYTEM IS AT
PUG EFFECTIVE 2009 AS OUTLINED IN THE 57 MP; 3) TO TRANSFER -~
$25 MILLION INTO THE HEALTH CARE TRUST TO PAY RETIREE HEALTH
BENEFITS WITHOUT LOWING THE FUNDING FLOOR TO 75%; AND, 4)
THAT THIS BE CONTINGENT UPON A SATISFACTORY WRITTEN
AGREEMENT BETWEEN THE CITY AND RETIREMENT BOARD:

- . ' - R/SAATHOFF

H

Iz



* .. THURSDAY, JULY 11, 2002

. SDCERS’ RETIREMNT BOARD MINUTES
" PAGE 34

. SECOND: S J CASEY

DISCUSSION: , ) - A

-Mr. Mortmann asked Mr, Saathoff if he would like'tc see the 1.0% per year

" increase spread over time on a prorated basis If the 82.3% trigger Is tripped with
an additional increment to the higher amount with the new funding propesa!l fo be

done currently. He asked if Mr. Saathoff Is agreeing to the fransfer of madical
O funds, : '

Yes, per Mr. Saathoff.

NI, Plerce clarifiéd that the-1.0% would be paid in FY 04 with the phase In
. qc_curring ifthe 82.3% triggeris his, .. - | o '

Mr. Saathoff said hs believes the dats Is FY 05, not FY 04, Atholgh he doesnt . . . °

“have a crystal ball, he is guessing that the Fund will be below-82:3% by 2005,

*.+ which is why he Is willing to agree to this, His motion is also contingant upon a

written, legally binding agresmeni between the Board and the City as approved
by the Board, " ' " R o

.. Mr. Grissom said if the 82.3% ‘cri‘gg‘er is hit, the 2003 valuation would reflect that -
., whichis triggere}i in 2004, . o . . . ’

"Mr. Saathoff agreed., -

_Althéugh thisis a great ideag, Mz'.'Gémic'a said the"Bo'ard should not rush into
action, He believes in process, process, process, which requires further Board
analysis, ‘ T : . ‘

Mr, Saathoff said his motion is subject o fiduciary counsel and the actuary’s
review and approval, Requiring-codification of the contract fanguage should
address all of the Board's concerns. If the Board adopts this today, he balieves .
the City wiil come o a good falth agreement, It Is important that the Board take .
action so the City and Board can move forward with its long-term objective.

Mr. Blum asked if Mr. S_aa‘choff’é‘mcﬁon includes the real PUC rate or the fixed
 PUC rate, ' '

Mr. Saathoff said it includes the current assumptions where PUC would stil
meove. The City's contributions wouldn't fluctuate should the Beard decide o
iater change its assumptions. : )



. " SDCERS' RETIREMNT BOARD MINUTES
. : THURSDAY, JULY 14, 2002 -
. PAGE35 LN

In cther words, the amotint of contributions could changs substantially. 'He

intended for the discusslon regarding the City's long-térm funding soluticn to .
oceur over the next six-months with the Board, Unfortunately, the Board can't
address all of the conoerns that are being ralsed today. However, approving this .

- today would give the City some comfort with regard to its contributions without

subjecting it to future Board actions that could cause the City's contributions to
fiuctuate wildly. ‘ : .

< Mr, Blum said Mr. Roeder had infor’med the E}oard"that he expacts somewhat |

less than a 100 basis point change from the current experience study, which has

+ not yat been approved. He asked if the non-sconomic assumptions would be - -

included. These details are very important, -

" Mr. Roeder said 75 basis points In the non-ecﬁ_ﬁbmic assumption changes... -

" Mr. Saathoff interrupted;'s’natiné;' he would maké this subject fo future

negotiations. If this passes, the City néeds some certainty for budgeting
purposes with respect to thair contribution rdtes between now and 2009. The

Board's action would be predicated on the experience histery.

Mr. Pierce said the substitute motion indicates the-$25 million would come from -
- the.contingency reserve. He reminded the Board that it previously took action to-

sunset that reserve on 06/30/02 and io transfér that money inio the Employer:

" “Contribution Reserve account. Therefors, the $25 million would havé o comes

out of this fund.

As the maker of the motion, Mr, Saathoff said he is comfortable with this.

M. Blum said this would probably require a change fo the Muricipal Code .

language.

- Mrv Saathoff said if the Municipal Code requires a change, the City would make .

the necessary modifications.

Mr. Herring said-the Board's action shouid_incfu.dé that based on existing
actuarial assumptions, the City would work with the City Council o implement.

this. However, the City will have a real problem if this is built i_ht_o the bogey that

. would be ramped up overime.

Mr. Pierce asked about the 78 basis points being discussad.

Wr. Har‘ring sald he has no Idea what this is and it bother§ Rim. .

-



. SDCERS’ RETIREMNT BOARD MINUTES R
| THURSDAY, JULY 11,2002~
PAGE3E .

: Onoe the Board takes ac’uon Mr.. Herrmg Said Management would méet with the

" Mayar and City Couneil,

Before voting on thls Mr. Torres asked it Mr Roeder or Mr, Blum had changed
their opinions.

Mr. Blum said [t is somewhat hard to provide an "on the ﬂy opinion. However,
he is much more comfortable that the Board would not be at a material risk by |
adoptmg the substitite motion. Absent having all of the facts ‘and the language
in front of himm, he's not sure how far he could go with thxs apnmon

Ms:-Hiatt said in rev;ewmg the numbers, a faster repayment schedule is beﬁer

. because the incremantal earnings paid to the fund would reduce the Board’s risk -
down the road. She asked when the 1.0% rate increase would become effective.

Under the 87 MP Mr. Plerce said it becomes affectsve 0701104,

CALL FOR THE QUESTION ON THE SUBSTITUTE MOTION TO MDDIFY THE .

. 97 MP: 1) TO ALLOW THE CITY'S REPAYMENT SCHEDULE TO BE THE
DIFFERENCE BETWEEN THE RATE AT THAT TIME AND THE ACTUARIAL

PUC RATE IF THE 82.3% TRIGGER IS HIT; 2) THAT THIS AMOUNT WOULD " :

BE PHASED IN INCREMENTALLY ON AN ANNUAL BASIS BETWEEN THAT

" POINT AND 2009; 3) THAT THIS BE BASED ON THE CURRENT ACTUARIAL '

PROJECTIONS WITH THE CITY TO INCREASE ITS PAYMENT 1.0% PER
YEAR; 4) THAT THE CITY WOULD REACH THE PUC RATE IN 2009 AS

INCLUDED IN THE 97 MP SUNSENT LANGUAGE; AND, 5) TO FUND

$25 MILLION FOR PURPOSES OF PAYING RETIREE HEALTH CARE

BENEFITS., ADDITIONALLY, THIS MOTION DOES NOT INCLUDE

LOWERING THE FUNDING FLLOOR FROM 82.3% AND IS CONTINGENT

UPON A WRITTEN AGREEMENT BETWEEN THE CITY AND RETIREMENT

' BOARD

BOARD: . 8 IN FAVOR; CASEY, VATTIMO, PIERCE, SAATHOFF
WILKINSON, TORRES, WEBSTER, LEX!N
2 OPPOSED: RHODES, CROW
1 ABSTAINED: GARNICA

-MOTION PASSED 8 TO 3. : '

~ (Mr. Vortmann and Ms. Shipione had departed the meeting prtorto the vote )

Vi NEXTMEETING:* FRIDAY; JUEY-19; 2002=-12;30PN -
L T 401spm STREET;SUITE400 " F
SAN DIEGO;CA $2101 -







City of San Diego

Meet & Confer 2002

Closed Session
May 6, 2002

Meet & Confer 2002
Agenda

| 1. Status of Negotiations (Information)
| 2. Management Team Recommendations (Action)
« QOverall Economic Proposal
~+ Special Salary Adjustments
+  Other/Miscellaneous ltems
+ Retirement Issues

P § 3. Next Steps (Information)




Meet & Confer 2002

Status of Negotiations

+ POA
« Local 145
. MEA
d Local 127

Status of Negotiations
Bargaining Authority
April 16 :
Authorized removal of MVLF contingency
Authorized 3-year economic package

Conditioned all retirement enhancement on removal of
the “irigger” in “Manager’s Proposal” regarding CERS
funding ratio

— Retiree heaith

~ Increase in employes “pickups”

— TIncrease in General Member formula (2.5% at 35)

April 22
Authorized SSA’s and other miscellaneous items all
within the April 16 total economic authority
Added 3 SSA’s and requested more info on 3 others




L 4

L 3

Status of Negotiations
Bargaining Authority

April 29

Authorized 8SA’s and other miscellaneous items all
within the April 16 total economic authority

Requested additional information on Presidential Leave
Recommendations

Meet & Confer 2002

Year 1/FY 03

Year 2/FY 04

Year 3/FY {58

Council Authorized 3 Year Proposal

MEA/127 POA/1I45
Salary 1.0% 12/02 2.0%  7/02
Misc. 0.5% 12/02 1.0%  7/02
Flex $350 7502 $350 7/02
Ret Health 8/02 8/02
Ret 2.5%@ 55 7402 P 1.7% 7/02
Salary 3.0% 12/03 3.0%  7/03
Misc. 0.5% 12/03 0.5%  7/03
Flex $350 7/03 $350  7/03
Salary 4.0% 12/04 4.0%  7/04
Misc. _ 0.5%  7/04

RetPickop  1.6%-1.7% 12/04
Flex §350 7/04 8350 704




Meet & Confer 2002

Cost of Council-Authorized 3 Year Proposal

MEA/127 POA/145 Total
Year 1VFY 03 Salary 2.08 5.07 7.15
Misc. 1.04 2.34 3.58
Flex 2.52 1.07 .59
Ret Health * * *
Ret Pickup ** *x
Ret Formula 1.67 1.67
Total 7.31 8.68 15.99
Year 2/FY 64 Salary 6,30 7.92 14.22
Misc. 1.04 1,32 2.36
Flex 2.52 1.07 3.59
Total 12.99 1431 23.30
Year 3/FY 05 " Salary 8.54 10.65 19.19
Misc. 0.99 0.99
Ret Pickup** ok o
Flex 2.52 1.07 3.59
Total 18.41 12.71 3112
3-YEAR TOTAL 38.71 3170 70.41

* -Retiree Health Costs paid from CERS 401(h) Trust and 115 Trust

**  Pickup paid from CERS reservs (5 years)-potential future {mpact to general fund

Meet & Confér 2002

Proposal Funding

Year |/FY 03
Year 2/FY 04
Year 3/FY 05

3-YEAR TOTAL

General Fund
Non-General Funds
TOTAL City Funds

CERS 401(h) Trust/115 Trust

CERS Employee
Contribution Reserve

MEA/I2T POAN4S Total
7.31 8.68 15.69
12.99 10.31 23.30
18.41 12.71 31,12
38.71 3170 70.41

FUNDING SOURCES
18.41 30.96 46.37
20.29 0.74 21.03
38.70 3170 70,40
39.20
+5.06 +9.42 +14.48




Meet & Confer 2002

Retirement Pick-up Proposal Costs

Current Proposed Total Cost/Year

POA/Local 145 7.3% 1.7% 9.0% +3.14m
MEA/Local 127 5.4% 1.6% 7.0%  -+4.96m
MEA/Lifeguards 7.3% 1.7% 9.0%  +0.10m

To be paid from Employee Retirement Contribution Reserve.
Reserve Balance is $40,650,714 (6/30/02).
Reserve will last through 2003 if begun 7/02 for all unions

Meet & Confer 2002
Status of Negotiations
POA

+Expressed concern about rumors

+Introduced alternative 1 year proposal
++8% salary increase
«+$600 in flex contribution
*Minor changss to 3 year proposal
‘Management Team improved proposals
*Reached additional TA’s

-Focus on other settlements, falling behind, losing officers




Meet & Confer 2002

Status of Negotiations
Local 143

«Some progress in formal process

«Introduction of significant retirement changes through
informal discussions

+Set employee contribution at 10% (+2.7%)
«CERS to absorb difference (+2.8%)
« At retirement roli 10% into high one year

+Significant discussions about falling behind in
compensation among other jurisdictions

*Numerous, expensive economic proposals

Meet & Confer 2002

Status of Negotiations

MEA

+ Parity in Salary % or “no agreement”

+ Can accept later implementation date of % increase
+ Can accept less improvement in “pickup”

+ Modified Agency Shop (MEA)

Additional Annual Leave Accrual

-

B ¥3




Meet & Confer 2002

Status of Negotiations

s Local 127

+ Parity also a major issue

+ Agency shop/card check-off for election

+ (Classification and Compensation Study

+ Contracting Out

+ Overtime & benefits for hourly employees

13

Meet & Confer 2002
Agenda

1. Status of Negotiations (Information)
2. Management Team Recommendations (Action)
+  Overall Economic Proposal

+ Special Salary Adjustments

« Other/Miscellaneous Items

+ Retirement [ssues

M 3. Next Steps (Information)




Overall Economic Proposal

Public Safety Economic Expectations
Parity
General Member Retirement

Funding of Retirement Benefits

Overall Economic Proposal

Revised 3-Year Proposal

MEA/127 __POA/I4S
Year 1/FY(3 3%% 4.7%
Year 2/FY04 4% 4%
Year 3/FY05 5% 5%

* Includes 2.5 @ 55 retirement formula (results in 11% improvement in retirement benefit)




Overall Economic Proposal

Revised 3-Year Proposal

MEA/127 POA/I4S
Year L/FY 03 Salary 1.0% 12/02 1.0% 702
SSA POs 2% 7/02
SSA Sgts  2.0% 12/02
EMT LG 2.0% 7/02 F/F 2.0%  7/02
Misc. 0.5% 12/02 2.0% 7/02
Flex $350 7/02 3350 7/02
Retire Health 8/02 8/02
Ret 2.5%@ 35 702 PBU 1.7% /02
Year 2/FY 04 Salary 2.0% 12703 2.0% 7/03
2.0% 6/30/03 2.0% 12/03
§8A Lis  2.0% 7/03
Mise, 0.5% 12/03 0.5% 7/03
Flex $350 03 $350 T/03
Retire P/U 1.6%-1.7% 1243 P/U  1L.0% 702
Year 3/FY 05 Salary 3.0% C12/04 3.0% 7/04
2.0% 6/30/05 2.0% 12/04
Misc, o 0.5% 7104
Flex $350 7/04 %350 704

Overall Economic Proposal

Cost of Revised 3-Year Proposal

MEA/127 POA/145
Year I/FY 03 Salary 2.08 2.54
S8A 3.75
EMT 0.75
Mise, 1.04 2.54
Flex 2.52 1.47
Retire Health * *
Ret 2.5%@ 55 0 PU1T%  *F
Year 2/FY 04 Salary 422 7.97
SSA 0.13
Misc. 1.05 1.33
Flex 252 1.07

Retire P/U 1.6%-1.7% 12/03%* P/U 1.0%  **
Retire 2.5%@ 55 2.67

| Year 3/FY 05 Salary 5.31 9.69

Mise, 1.33
Fiex 2.52 1.07

3-Year Rolled Up Totals $35.73M $37.92M §73.65M




Meet & Confer 2002
Agenda

1. Status of Negotiations (Information)
2. Management Team Recommendations (Action)
+ Overall Economic Proposal
+ Special Salary Adjustments
+  Other/Miscellaneous Items
+ Retirement Issues

3. Next Steps (Information)
19
Recommended Adjustments
Caoit
Annual % Pers. CsC Mgr's | General Noo General

Classificetion Salary | Reguested Ree Action Ret Fund Frnd
Collection Investigator 1 {21} £40,032 11.5% Deny Deny Ry 556,772 4]
Electronic Distribution Specialist 338276 14.5% Deny Deny 5% $10.451 ¢
Lifeguard ITX (15 354,060 15% Deny Deny 5% $60,33% o
Lifeguard Sergeant {14) $59,148 20% Dy Deny 5% 560,047 0
Marine Safety Lieuterant (5) £71,280 33% Deny Deny 5% $25,658 4
Senfor Planner (47) 365,184 % Deny Deny 5% §112,128 587,074
Associate Planwer £60} 156,544 £.7% Deny Deny 5% 56973 5157389
Junior Planser (0} 341,424 9.4% Dreny Deny 5% g o
Assistant Plenner §47.856 9.4% Dy Deny 5% £3,058 . 58,178
Lakes Program Manager (1} 565 984 22% NIA NiA 18% ¢ 19218
Auto Messenger (27) §27.276 N/A N/A ' N/A 5% §41,062 26,807
W .
c};}stewuter Operations Supv. 363,744 NIA® N/A N/A 5% o $134,589

20




SPECIAL SALARY ADJUSTMENTS (SSA)
Recommended Adjustments
MEA

Cost
Annual % Pars. CsC Mgr's | General Non Genersl
Classification Salury | Reguesred Rec Action Rec Fund Fund
Power Plant Supervisor (3} $54.888 . WA NIA NIA 5% [} $11,023
A N
e Refizse Coliection Supv. 850052 | 645% WA NiA % s38.728 | s38Tn
Palice Lead Bispatcher {11) 549,512 5% N/A NIA 5% $36,368 b
Sr. Power Plant Supervisor {2) £43,048 8% NiA N/A 5% 0 38,500
Swimming Pool Manager 11 (5) $36,672 13% Deny Deny 5% $13,422 0
Swimming Pool Manager [T1 (%) §40,344 0% Dy Deny % £23,115 4
Wastewater Pre-trestment
Tnspector 131 (5) §60,836 3% N/A N/A 5% 0 519,570
Combination, Electrical, 3
Mechanical, Structural, 555‘523'3%- 257'3;;- N/A NIA 5% $710,431 $251,136
Inspectar Seres (493 ! e
RECOMMENDED 55A BUBTOTAL S588,552 §753,211
MEA TOTALS TC DATE §729,825 §307,568
PREVIOUSLY AUTHORIZED $16M siam |
Recommended Adjustments
Local 127
. Cost
Anrual % Pers. csC Mpr's General Nan Generst
Classification Satary Requested Ree Action Rec Fund Fund
Plant Process Control -
Technicien (28) £51,36C 23% Deny Deny 5% 0 $97,732
Instrumment Controt
Techniciar (23) 544,435 23% Deny Deny 5% ] 378,477
Egulpment Painter (2) 545,648 5.4% Dreny Deny 1% 3639 $629
{Bﬁ&;dy & Fender Mechanic $45 648 549 Deny Deny 1% $1,236 52,471
Utility Worker § & I¥ 31,428 -
£404) §54,356 20% NIA Nia 5% $28,326 3406 919
Grounds Maintenance §28,284 - 3
Werker Series (127} $34.356 20% NIA NIA 5% $321,914 $27,697
§SA SUBTOTAL £352,105 §613,925
LOCAL 127 TOTAL TO DATE $160,534 §593,656
PREVIOUSLY AUTHORIZED $400,000 $800,000

2
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Meet & Confer 2002
Agenda

1. Status of Negotiations (Information)
2. Management Team Recommendations (Action}
+  Overall Economic Proposal
. Special Salary Adjustments
«  Other/Miscellaneous Items
+ Retirement Issues

3. Next Steps | {(Information)

3

Management Team Recommendations
' POA
SPECIALTY PAY PROPQOSAL GENE FUND
COST
Trainer Pay (30) Inerease from 90/Mr to 3.5% (K-9, $8.617
others)
Mounted Patrol Pay (14) Inerease from 2.5% to 3.5% $8,586
Co@maw Refations Offfcer Increase from $.80/hr to 3.5%* $15,331
Pay (25} :
FTO Pay (13%) Increase frem 3.5% to 5% $221,146
RECOMMENDED MISCELLANEOUS $253,680
POA TOTAL TO DATE $1,185,517
PREVIOUSLY AUTHORIZED 33.46M
24

12




Management Team Recommendations

Local 145
SPECIALTY PAY PROPOSAL GENERAL FUND
COSsT
EMT Pay (937} Increase 2%, from 5% to 7% $750,000
Admint i i
Pay é‘;?mm Assignment | noresse 2.5% Gom $% 107.5% 546,682
RECOMMENDED MISCELLANEOUS 811,318
LOCAL 145 TOTAL TO DATE $626,855
PREVIOUSLY AUTHORIZED F1.5M
25
Management Team Recommendations
GENERAL NON-GENERAL
SPECIALTY PAY PROPOEAL FUND COST FUND COST
7% - Emergency Medical
Certification Pay Technician Pay for it $18,448
Ranges/Divers (6)
. . 594 - CAD » Principal Drafting
C 1
ertification Pay Aide (9) $17,701 $14.32%
; . 5% - ICBO - Plan Review
Certifi . 42
ertification Pay Specialist Series (57) 0 $91,422
P 5% - ICBO - Zoning hvestigator
Certification Pay Series (22) $34,697 0
@ - -
Certification Pay 5% - IRWA - Property Agent $55.221 0
Series (29)
g0s . - Equi i
Certification Pay 5% - ASE ~ Equipment Repair §17.917 $17,017
Supervisor (20)
Certification Pay g% - ASE - Fleet Mainienance $£2,116 0
upervisor (1)
Certification Pay k- AT - Metad Fabrication $1,720 $1,720 pe
upervisor (2)

13



Management Team Recommendations

iy s GENERAL NON-GENERAL
SPECIALTY PAY PROPOSAL FUND COST FUND COST
, ; 3% - ABFDE — Documents
Certification Pay Examiner 1T (2} 34,602 0
Certification Pay 5% - Latent Print Examiner $28.049 ]
Registration Pay 15% - Park Designer (1B) 850,411 0
Certification Pay MLS - Librarian Series (151) $264.536 1]
Mea} Allowance increase 52, from $13 0§15 5211 $5,540
Mileage Reimbursement | Y -+ %7 s, Fom 38 534,600 $25,400
Miicage Roimbursement | LY 0o 1 cent inorsase, from 38 $34,600 £25,400
RECOMMENDED MISCELLANEOUS £546,381 £260,176
MEA TOTAL TO DATE £729,825 $307,568
PREVIOUSLY AUTHORIZED $1.6M $14M
TOTALS $3.0M p7

Management Team Recommendations

Tocal 127
NON-
SPECIALTY PAY PROPOSAL F%i%ECILOJJST GENERAL
FUND COST
Meal Allowance Increase $2, from $13 to 815 §422 511,081
RECOMMENDED MISCELLANEOUS 5422 §11,081
LOCAL 127 TOTAL TODATE |  §160,534 $593,656
PREVIOUSLY AUTHORIZED |  $400,000 $200,000
TOTAL $1.2M

SETS

i4



Meet & Confer 2002
Agenda

1, Status of Negotiations (Information)
2. Management Team Recommendations (Action)
«  Overall Economic Proposal
*+ Special Salary Adjustments
+ Other/Miscellaneous Items
+ Retirement Issues

3. Next Steps | (Information)

29

Other/Miscellaneous Items

1. Annual Leave

} 2. Out of Class Assignment Pay (OCA)

J 3. Unrepresented, Unclassified, Legislative

15




1. Annual Leave _
+  Add 1 day per tier for POA, MEA and Local 127

+  Authorize Local 145’s Proposal to give up the
“cash” feature of Annual Leave and permit

“nre-tax” conversation to retirement service credit,
and to “run out” up to 100 hours at end of DROP

+* Contingent upon CERS agreeing to with no transfer
of cash to CERS -

Cost:

31

| Other/l\/[iscellaneous [tems

2. Out of Class Assignment (OCA) for EMT’s

«  Authorize Single Role Paramedic Pay rate for Single
Role EMT’s when OCA to Paramedic position

16



Other/Miscellaneous Items

3. Unrepresented, Unclassified, Legislative

+  Authorize Retirement Pickups for Unrepresented and
Unclassified the same rate and time as MEA and Local

127 (+1.6% FY04)

«  Authorize Retirement Pickups up to same rate and
same time as Safety Members (up to 10% FY03)

{ +  Authorize increase of 1 day annuel leave
+  Authorize same Flex Increase as Unions
+  Authorize increase in Management Benefits of
$178 per year to $3000
+  Authorize Special Salary Adjust for Personnel Analyst
Series
EE!
Cost:

Meet & Confer 2002
Agenda

1. Status of Negotiations (Information)
2. Management Team Recommendations (Action)
+  Overall Economic Proposal
+ Special Saiary Adjustments
+ " Other/Miscellaneous Items

+  Retirement Issues

3. Next Steps (Information)

17



Meet & Confer 2002

| Retirement Issues:

s Presidential Leave and Retirement
Benefits

s + Funding Ratio Impact on City Contribution
s+ 2.59% at 55 General Member Formula

+ Increases in Employee Pick-ups

+  Retiree Health Insurance and Funding

a5

Meet & Confer 2002

Union Presidential Leave & Retirement Benefits

Current Status of Union Presidents

Upion President Status

POA - Bill Farrar Full-time Union president
Unpaid Leave from City.

Local 145 | Ron Saathoff | Full-time employee. Release
time for Union activities.

MEA Judie Italiano |Full-time Union president.
Unpaid Leave from City.

|Local 127 | Tony Padilla | Fuli-time employee. Release

time for Union activities.




Meet & Confer 2002

Union Presidential Leave & Retirement Benefits

Current Status of Union Presidents

Union/President

Employment Status

Retirement Issue

MEA
Judie Italiano

- Leave of Absence 14 years
- Payroll Specialist

- Full-time MEA President &
General Manager

-Purchased past service

- Confributed to Retirement on

Union Salary ($102,128)

- Expects Retirement formula =
high one year on union salary ¥

POA
Bill Farrar

- Leave of Absence 2 years
- Police Officer 11
- Full time POA President

- All Service Paid

- Contributed to Retirement on

union salary ($82,300)

- Expects Retirement formula =
high one year on union salary *

* Approximate un-funded Liability

Judie Italiano
Bill Farrar

$145,000
$56,000

37

‘Meet & Confer 2002

Union Presidential Leave & Retirement Benefits

Issue 1 — Current Union Presidents

Management Team Recommendation:

I. Authorize inclusion of union salary in high on year
calculation; establish a maximum retirement high one-
year salary at level equal to City Labor Relations
Manager (approximately $108,000 currently)

38




Meet & Confer 2002

Union Presidential Leave & Retirement Benefits
Issue 2: Current Local 145 President

Management Team Recommendation:

1. Allow the current Local 145 President to begin a paid
Presidential Leave under the terms described in Issue 2

effective July 1, 2002

2. Allow contributions on union salary in addition to the
City’s contributions on Captain's salary, to a max of
$108,000 for the one year period prior to July 1, 2002
to establish a high one year

ko

Meet & Confer 2002

Union Presidential Leave & Retirement Benefits
Issue 3: Prospective Union Presidents

Management Team Recommendations:

1. Authorize full-time City-paid union Presidential Leave
for each of the 4 unions beginning July 1, 2002

2. Union President/employee to be paid for normal work
period at the salary of their current class when become
President; receive regular benefits for the class; with no
overtime

3. Retirement benefits consistent with his/her classification

~ and level of compensation

4, Union may compensate the union president for services
to the union outside the normal work period. Such
compensation shall not affect or be a part of City

compensation, nor affect or add fo retirement benefits

20



Meet & Confer 2002

Union Presidential Leave & Retirement Benefits
Issue 2: Prospective Union Presidents
Management Team Recommendations:

5. Current MEA, POA, and Local 145 Presidents may also
utilize paid President Status under these terms effective
7/1/02% ,

6.  Subject to appropriate legal conditions to be established
by City Attorney (e.g. finding of public purpose by
Council, city time for representative duties, not internal
union business, Union indemnifies city for conduct in
violation of city policy/rules

*Estimated Cost to Budget: $378,000 annually 41

Meet & Confer 2002
Agenda

. Status of Negotiations (Information)
2. Mana'gement Team Recommendations (Action)
+ Overall Economic Proposal
+ Special Salary Adjustments
+ Other/Miscellaneous Items
+ Retirement Issues

3. Next Steps (Information)

42
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Meet & Confer 2002

Next Steps

Resume negotiations, attempting to reach
agreements (MOU’s) prior to Monday, 5/13
Advise Council as soon as agreement(s) are
reached; or

Report in Closed Session Monday, 5/13 the issues
at impasse and the respective positions

Council may authorize additional authority, or
convene public Impasse Hearing on Monday 5/13
Introduce FY03 Salary Ordinance on Tuesday,
May 14

Approve MOU’s or unilaterally implement terms

of last and best offer
43

Meet & Confer 2002
Next Steps

If POA does not reach agreement, and City
unilaterally implements terms of I-year, last
and best offer, other Unions will want Re-
openers to protect the potential of POA
receiving “more” in a future year for “not”
reaching agreement

22






ATTORNEY TO CLIENT
CORRESPONDENCE

FOR CONFIDENTIAL USE ONLY

CITY OF SAN DIEGO

' MEMORANDUM 7/16/02
: ITEM #3
DATE: - - June 13, 2602
TO: Honorable Mayor and City Couneil
FROM: Cathy Lexin, Human Resuurceé Director

Elmer Heap, Head Deputy City Attoimey

SUBJECT:  Police Officer’s Association - Union President

BACKGROUND

‘ During the recently completed labor negotiations, the igsue of Union Presidmt;s retiremnent ’beneﬁt

was discussed in conjunction with the issue of grastinga paid leave of absence for Union
Presidents, As you may recall, two of the four Union Presidents, Bill Farrar of POA and Judie
Ttaliano of MEA, have been on leave without pay for two and fourteen years respectively. Both Mr.
Farrar and Ms, faliano have been making contributions to the retirement system based on the

salary their respective Unions have been paying memmmeimmmigﬂ;@@osﬁiamﬁaﬂb

ng;v.eméﬁéo’neﬁ:tﬁfmangement;"ifwamlemiyfacquiﬂscad:toiyihm@ity%@%mment—@%ﬂmﬂ
¢ c:Saaﬁréﬁ:Presi‘d‘éﬁmﬁ:acamﬁ;fﬁﬁé;reguﬁted:a:sgmﬂar_amangemen HRPTOR LA e - QRE-YEal 8R0;

mﬁ&mﬁmeswe@mmﬁfa@-i A5 a condition of reaching agreement
on successor MOU's, the Council approved the Management Team's recommendation to allow the

‘Union-paid satary (not to exceed the salary of the Labor Relations Manager as a cap) as the basis

for retirement benefit calculations.

Since the POA did not reach agreement on a suecessor MOU, this offer was not extended to
Mr. Farrat, the current POA President. Mr, Farrar contacted the Retirement Administrator, '
Latry Grissom, regarding the processing of his Deferred Retirement Option Plan (DROP)
application, and specifically asked whether his Undon salary, upon which his retirement
contributions have been based, would be used in caloulating his retirement/DROP benefit.

Mr, Grissom advised Mr. Farrar that based on conversations with Citymanagement, Retirement
could not use a Union-established salary in calculating his retirement benefit.

W e e EXHIBIT # 53
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Page 2 '
Honorable Mayor and City Couneil
June 13, 2002

DISCUSSION

Both Mr, Farrar and his attorney, Dick Castle, have contacted the City Manager’s Office asseriing
that this matter, from their perspective, was never included as part of meet and confer, but rather is
a separate and individual issue for Mr. Parrar, Mr. Farrar is aware that the City has agreed to honor
the Union paid salary for both MBA and Local 145 Presidents {(who have reached agreements on
successor MOU’s), and will likely assert he is‘being retaliated against due to the fact POA rejected
the City's final offer. : S .o

RECOMMENDATION

Given the facts as discussed above, if the City denies Mr, Farrar’s request of being freated the same
as MEA President and he litigates the issue, there is some Jegal risk of the City being found liable
for retaliation. Therefore, it is recommended that Mr, Farrar be treated the same as the MEA
President for purposes of calculating his retirement benefit by having Retirement calculate his
benefit based on the higher Union salary, In the alternative, the City could deny Mr: Farrar’s
contention that he is entitled to a retirement benefit based on his Union selary. In that event, he
would be entitled to a refund of the difference between the amount he paid to Retirement based on
his Union salary and the amount he should have paid based on his salary’if he was paid by the City
for his classification, A





